
Department of the Treasury – Budget in Brief FY 2009

5�

Appropriated Accounts
Internal Revenue Service

Internal Revenue Service

Program Summary by Appropriations Account
(Dollars in thousands)

Appropriation / Budget Activity
FY 2007 FY 2008 FY 2009

Enacted 1 Enacted President’s 
Budget

Increase/ 
Decrease

Percent 
Change

Taxpayer Services $2,138,238 $2,150,000 $2,150,000 $0 0 .00%
Pre-filing Taxpayer Assistance and Education 576,537 645,375 617,326 (28,049) -4 .35%
Filing and Account Services 1,561,701 1,504,625 1,532,674 28,049 1 .86%

Enforcement 4,686,477 4,780,000 5,117,267 337,267 7 .06%
Investigations 576,785 593,794 603,466 9,672 1 .63%
Exam and Collections 3,959,741 4,038,309 4,363,826 325,517 8 .06%
Regulatory 149,951 147,897 149,975 2,078 1 .41%

Operations Support 3,544,835 3,680,059 3,856,172 176,113 4 .79%
Infrastructure 845,203 843,720 883,325 39,605 4 .69%
Shared Services and Support 1,179,216 1,170,686 1,243,703 73,017 6 .24%
Information Services 1,520,416 1,665,653 1,729,144 63,491 3 .81%

Business Systems Modernization 212,659 267,090 222,664 (44,426) -16 .63%
Health Insurance Tax Credit Administration 14,856 15,235 15,406 171 1 .12%
Subtotal, Internal Revenue Service $10,597,065 $10,892,384 $11,361,509 $469,125 4 .31%
Offsetting Collections - Reimbursable 101,976 104,898 107,904 3,006 2 .87%
Mandatory Appropriation - User Fees 157,078 258,372 177,655 (80,717) -31 .24%
Total Program Operating Level $10,856,119 $11,255,654 $11,647,068 $391,414 3.48%
1 FY 2007 Enacted represents the approved FY 2007 Operating Plan .

Explanation of Request

The IRS adm�n�sters Amer�ca’s tax laws and collects 
the revenue that funds most federal government 
operat�ons.  The IRS taxpayer serv�ce program ass�sts 
m�ll�ons of taxpayers w�th understand�ng and meet�ng 
the�r tax obl�gat�ons.  The IRS enforcement program 
�s a�med at deterr�ng taxpayers �ncl�ned to evade the�r 
respons�b�l�t�es wh�le v�gorously pursu�ng those who 
v�olate tax laws.

Total resources to support the IRS act�v�t�es for 
FY 2009 are $��,647,068,000.  Th�s �ncludes 
$��,�6�,509,000 from d�rect appropr�at�ons, 
$�07,904,000 from re�mbursable programs, 
and $�77,655,000 from user fees.  The d�rect 
appropr�at�ons level �s a $469,�25,000 �ncrease, or 
an �ncrease of 4.� percent, over the FY 2008 enacted 
level of $�0,892,�84,000.

The IRS FY 2009 Pres�dent’s Budget supports the IRS 
and the Department of the Treasury Strateg�c Plans, 
as well as the tax compl�ance strateg�es addressed �n 
Reducing the Federal Tax Gap:  A Report on Improving 
Voluntary Compliance (see http://www.�rs.gov/pub/
�rs-news/tax_gap_report_f�nal_080207_l�nked.
pdf ) and the IRS Taxpayer Assistance Blueprint 
(TAB) (see http://www.�rs.gov/�nd�v�duals/ art�cle/
0,,�d=�56�94,00.html).  These plans underscore the 
IRS comm�tment to ensure fa�rness, observe taxpayer 

r�ghts, and reduce taxpayer burden wh�le work�ng �n 
a balanced manner to reduce noncompl�ance.

The IRS strateg�c plan goals are:

• Improve Taxpayer Service – Help people understand 
the�r tax obl�gat�ons, mak�ng �t eas�er for them 
to part�c�pate �n the tax system.

• Enhance Enforcement of the Tax Law – Ensure 
taxpayers meet the�r tax obl�gat�ons, so that 
when Amer�cans pay the�r taxes, they can be 
confident the�r ne�ghbors and compet�tors are 
also do�ng the same.

• Modernize the IRS through its People, Processes and 
Technology – Strateg�cally manage resources, 
assoc�ated bus�ness processes, and technology 
systems to effect�vely and eff�c�ently meet 
serv�ce and enforcement strateg�c goals.

The FY 2009 Pres�dent’s Budget request for the 
IRS �ncreases fund�ng as part of a strategy to 
�mprove compl�ance by focus�ng on the follow�ng 
pr�or�t�es:

• Improv�ng voluntary compl�ance and reduc�ng the 
tax gap by:

∑ Increas�ng front-l�ne enforcement resources,

∑ Improv�ng taxpayer serv�ce opt�ons,

http://www.irs.gov/individuals/article/0,,id=156394,00.html
http://www.irs.gov/pub/irs-news/tax_gap_report_final_080207_linked.pdf
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Taxpayer Service and Enforcement Programs
(Dollars in thousands)

Programs
FY 2007 FY 2008 FY 2009

Enacted 1 Enacted President’s Budget2 Percent Change
Taxpayer Service $3,547,252 $3,612,833 $3,636,230 0 .6%

Taxpayer Services Appropriation 2,138,238 2,150,000 2,150,000 
Operations Support Appropriation 1,409,014 1,462,833 1,486,230 

Enforcement $6,822,298 $6,997,226 $7,487,209 7 .0%
Enforcement Appropriation 4,686,477 4,780,000 5,117,267 
Operations Support Appropriation 2,135,821 2,217,226 2,369,942 

Total $10,369,550 $10,610,059 $11,123,439 4.8%

1FY 2007 Enacted represents the approved FY 2007 Operating Plan .
2The Operations Support funds allocated to the taxpayer service and enforcement programs in FY 2009 use the FY 2008 President’s Budget allocation 
methodology .  In order to execute FY 2009 spending, the Administration is proposing language to adjust Operations Support allocations by up to 1 
percent with prior notification to the Appropriations Committees .

∑ Enhanc�ng research, and 

∑ Implement�ng leg�slat�ve and regulatory 
changes.

• Ma�nta�n�ng balance between taxpayer serv�ce and 
enforcement.

• Invest�ng �n technology to �mprove �nfrastructure, 
modern�ze, and �ncrease the product�v�ty of ex�st�ng 
resources.

Enforcement Program:  The IRS cont�nues �ts 
emphas�s on tax enforcement, �ncreas�ng collect�ons 
of del�nquent tax debt from $��.8 b�ll�on �n 200� 
to an all-t�me h�gh of $59.2 b�ll�on, y�eld�ng a 5.6 
to � return on �nvestment for all IRS act�v�t�es �n 
2007.  Revenue growth has been the greatest �n the 
areas of corporate taxes and h�gh �ncome �nd�v�dual 
taxes.  The FY 2009 Pres�dent’s Budget request for 
the enforcement program �s $7,487,209,000, an 
�ncrease of $489,98�,000 or 7 percent over the  
FY 2008 enacted level.  As �n the past three budget 
requests, the Adm�n�strat�on proposes to �nclude 
these enforcement �ncreases as a Budget Enforcement 
Act program �ntegr�ty cap adjustment (see chapter 
�5, Budget Reform Proposals �n the Analyt�cal 
Perspect�ves volume of the 2009 Budget).  The IRS 
enforcement program �s funded by the Enforcement 
and Operat�ons Support appropr�at�ons.  The 
Adm�n�strat�on also proposes to prov�de the IRS w�th 
flex�b�l�ty to transfer up to one percent of enforcement 
related operat�ons support funds to taxpayer serv�ce 
related support act�v�t�es.  Th�s flex�b�l�ty �s requ�red to 
account for allocat�on changes w�th�n the operat�ons 
support appropr�at�on.

Increased resources for the IRS exam and collect�on 
programs y�eld d�rect measurable results.  The 
FY 2009 Pres�dent’s Budget w�ll generate $2.0 b�ll�on 
�n add�t�onal annual enforcement revenue once the 
new h�res reach full potent�al �n FY 20��.  However, 
th�s est�mate does not �nclude the revenue �mpact 
from the deterrence value of these �nvestments 
and other IRS enforcement programs wh�ch are 
conservat�vely est�mated to be at least three t�mes the 
d�rect revenue �mpact. 

The complex�ty of the nat�on’s current tax system 
�s a s�gn�ficant reason for the tax gap, and even 
soph�st�cated taxpayers make honest m�stakes on 
the�r tax returns.  Accord�ngly, help�ng taxpayers 
understand the�r obl�gat�ons under the tax law �s a 
cr�t�cal part of address�ng the tax gap.  To th�s end, 
the IRS rema�ns comm�tted to a balanced program 
of ass�st�ng taxpayers �n both understand�ng the tax 
law and rem�tt�ng the proper amount of tax.

Taxpayer Service Program:  Help�ng the publ�c 
understand �ts tax report�ng and payment obl�gat�ons 
�s a cornerstone of taxpayer compl�ance.  The 
FY 2009 Pres�dent’s Budget request for the taxpayer 
serv�ce program �s $�,6�6,2�0,000, an �ncrease 
of $2�,�97,000 or 0.6 percent over the FY 2008 
enacted level.  The IRS taxpayer serv�ce program 
�s funded by the Taxpayer Serv�ces and Operat�ons  
Support appropr�at�ons.

Prov�d�ng qual�ty taxpayer serv�ce helps taxpayers 
avo�d mak�ng un�ntent�onal errors.  The IRS 
answers tax quest�ons before returns are filed to 
help taxpayers avo�d �nadvertent noncompl�ance 
and reduce burdensome post-f�l�ng not�ces and 
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other correspondence from the IRS.  Through many 
sources, the IRS prov�des year-round ass�stance 
to m�ll�ons of taxpayers, �nclud�ng outreach and 
educat�on programs, �ssuance of tax forms and 
publ�cat�ons, rul�ngs and regulat�ons, toll-free call 
centers, the IRS.gov web s�te, Taxpayer Ass�stance 
Centers (TACs), Volunteer Income Tax Ass�stance 
(VITA) s�tes, and Tax Counsel�ng for the Elderly 
(TCE) s�tes.  

Purpose of Program

The IRS and �ts employees represent the face of U.S. 
government to more Amer�can c�t�zens than any other 
government agency.  The IRS collects 96 percent of 
the revenues that fund the federal government.  The 
IRS FY 2009 Pres�dent’s Budget request w�ll help 
strengthen the government’s ab�l�ty to collect more 
of the taxes that are legally owed.

The great major�ty of Amer�cans pay the tax they owe 
on t�me, but there �s st�ll s�gn�ficant non-compl�ance 
due to non-fil�ng, underreport�ng, and non-payment.  
The latest IRS est�mate shows that the overall 
net tax gap for Tax Year 200� was approx�mately 
$290 b�ll�on.

The FY 2009 Pres�dent’s Budget request supports 
�mprov�ng compl�ance by fund�ng act�v�t�es that 
promote better tax adm�n�strat�on and compl�ance 
w�th the tax laws and focus on the follow�ng program 
pr�or�t�es and object�ves:

• Address�ng and �mprov�ng compl�ance among 
small bus�ness and self-employed taxpayers by 
�ncreas�ng aud�ts of h�gh-�ncome returns; collect�ng 
taxes w�th respect to filed and unfiled tax returns; 
and �ncreas�ng document match�ng of �nd�v�dual 
taxpayer account �nformat�on.

• D�scourag�ng and deterr�ng non-compl�ance w�th 
emphas�s on corros�ve act�v�ty by corporat�ons, 
h�gh-�ncome taxpayers, and abus�ve domest�c and 
offshore tax ent�t�es.

• Enhanc�ng research to better allocate resources to 
IRS programs.

• S�mpl�fy�ng the tax process and �mprov�ng 
voluntary compl�ance for the taxpay�ng publ�c by 
�mplement�ng leg�slat�ve proposals.

• Modern�z�ng �nformat�on systems and bus�ness 
processes to max�m�ze resources and �mprove 
serv�ce and enforcement.

IRS Funding History 
[Dollars in Thousands]

FY 2007

FY 2008

FY 2009

$0 $4,000,000 $8,000,000 $12,000,000

Taxpayer Services

Enforcement

Operations Support

Business Systems Modernization

Health Insurance Tax Credit Administration
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FY 2009 Budget Adjustments

The IRS total fund�ng �ncrease for FY 2009 �s 
$469,�25,000, wh�ch �ncludes $264,985,000 for 
ma�nta�n�ng current levels; $2,�70,000 �n transfers to 
TIGTA and F�nCEN; a net decrease of $6�,645,000 
from effic�enc�es/sav�ngs and re�nvestments; and a 
net program �ncrease of $268,�55,000 to �mprove 
voluntary compl�ance and reduce the tax gap.  These 
�nvestments fund �ncreased front-l�ne enforcement 
efforts, enhanced research, and �mplementat�on of 
leg�slat�ve proposals to �mprove compl�ance.  By 
FY 20��, these �nvestments are projected to �ncrease 
annual enforcement revenue by $2.0 b�ll�on.  In 
add�t�on, the tax compl�ance �mprovement leg�slat�ve 
proposals w�ll generate $�6 b�ll�on over the next  
ten years. 

The IRS program �n�t�at�ves focus on enhanc�ng 
enforcement act�v�t�es targeted at �mprov�ng 
compl�ance.  The budget request supports these 
act�v�t�es by propos�ng:

• $286,74�,000 to reduce the tax gap for large 
bus�nesses and small bus�ness/self employed, 
�ncrease compl�ance of domest�c taxpayers w�th 
offshore act�v�ty, and m�n�m�ze revenue loss by 
�ncreas�ng document match�ng efforts;

• $5�,058,000 to �ncrease support for research to 
better understand the reasons for taxpayer non-
compl�ance; and

• $2�,045,000 to �mplement leg�slat�ve proposals to 
�mprove compl�ance.

IRS FY 2009 Budget Highlights
(Dollars in thousands)

Appropriation Taxpayer 
Services

Enforce-
ment

Operations 
Support

Business 
Systems 

Moderniza-
tion

Health 
Insurance 
Tax Credit 
Adminis-

tration

Total

FY 2008 Enacted $2,150,000 $4,780,000 $3,680,059 $267,090 $15,235 $10,892,384 
Changes to Base $0 

Maintaining Current Levels (MCLs) $54,726 $126,003 $82,580 $1,354 $322 $264,985 
Pay Annualization 14,435 33,184 9,883 332 20 57,854 
Pay Inflation Adjustment 38,823 87,006 25,399 1,022 53 152,303 
Non-Pay Inflation Adjustment 1,468 5,813 47,298 0 249 54,828 

Transfers $0 ($1,000) ($1,370) $0 $0 ($2,370)
Transfer to TIGTA (1,370) (1,370)
Transfer to FinCEN (1,000) (1,000)

Efficiencies/Savings ($14,969) ($48,762) ($30,367) ($151) ($94,249)
Efficiency Savings (48,762) (22,443) (151) (71,356)
Increase e-File Savings (8,996) (1,304) (10,300)
Non-Recur Savings (5,973) (6,620) (12,593)

 Reinvestments $4,463 $0 $28,141 $0 $0 $32,604 
Increase Efficiency through Submission Processing 
Consolidations

2,006 2,006 

Address Correspondence  
Inventory

2,457 2,457 

Fully Fund Postage Base 28,141 28,141 
Subtotal, FY 2009 Changes to the Base $44,220 $76,241 $78,984 $1,354 $171 $200,970 

Total FY 2009 Base $2,194,220 $4,856,241 $3,759,043 $268,444 $15,406 $11,093,354 
Program Changes

Program Decreases ($46,911) $0 $0 ($45,780) $0 (92,691)
Taxpayer Assistance  
Centers and Outreach 

(31,200) (31,200)

Taxpayer Advocate Service (7,711) (7,711)
Volunteer Income Tax Assistance Grants Program (8,000) (8,000)
Business Systems Modernization (BSM) (45,780) (45,780)

Program Increases $2,691 $261,026 $97,129 $0 $0 $360,846 
Enforcement Initiatives $2,691 $261,026 $97,129 $0 $0 $360,846 

Reduce the Tax Gap for Small Business / Self-Employed 2,691 132,093 33,714 168,498 
Reduce the Tax Gap for Large Businesses 57,009 12,479 69,488 
Improve Tax Gap Estimates, Measurement, and Detection of 
Non-Compliance

35,473 15,585 51,058 

Increase Reporting Compliance of U .S . Taxpayers with 
Offshore Activity

11,075 2,622 13,697 

Expand Document Matching 25,376 9,684 35,060 
Implement Legislative Proposals to Improve Compliance 23,045 23,045 

Subtotal, FY 2009 Program Changes ($44,220) $261,026 $97,129 ($45,780) $0 $268,155 
Total FY 2009 President’s Budget Request $2,150,000 $5,117,267 $3,856,172 $222,664 $15,406 $11,361,509 



Department of the Treasury – Budget in Brief FY 2009

57

Appropriated Accounts
Internal Revenue Service

FY 2008 Enacted 
The FY 2008 enacted leve l  for  the  IRS 
�s $�0,892,�84,000, support�ng an est�mated  
9�,�2� FTE.

Maintaining Current Levels (MCLs)
Adjustments Necessary to Maintain Current Levels 
+$264,985,000 / 0 FTE Funds are requested for: 
FY 2009 cost of the January 2008 pay �ncrease of 
$57,854,000; proposed January 2009 pay ra�se of 
$�52,�0�,000; and non-labor related �tems such as 
contracts, travel, suppl�es, equ�pment and GSA rent 
adjustments of $54,828,000.

Transfers Out
Transfer to TIGTA -$1,370,000 / 0 FTE Th�s base 
transfer moves funds from IRS to Treasury Inspector 
General for Tax Adm�n�strat�on (TIGTA) for �ts costs 
assoc�ated w�th bu�ld�ng operat�ons and support 
serv�ces, such as publ�c transportat�on subs�dy, secur�ty, 
management tra�n�ng, and telecommun�cat�ons, 
wh�ch �s currently pa�d d�rectly by the IRS.

Transfer to FinCEN -$1,000,000 / 0 FTE Th�s 
base transfer permanently moves funds from IRS to 
F�nanc�al Cr�mes Enforcement Network (F�nCEN) 
to cover the costs assoc�ated w�th the Bank Secrecy 
Act (BSA) e-fil�ng system operat�ons and ma�ntenance 
contract.

Efficiencies/Savings
Efficiency Savings -$71,356,000 / -769 FTE The 
IRS cont�nues to �mprove the effic�ency of all of �ts 
programs.  The Budget reflects effic�ency sav�ngs �n 
the Enforcement and Operat�ons Support accounts.  
Enhancements of technology; �mproved workload 
select�on models; on-go�ng management product�v�ty 
and eff�c�ency �mprovements; and streaml�n�ng, 
central�z�ng, and consol�dat�ng work processes and 
programs w�ll lead to operat�onal effic�enc�es result�ng 
�n s�gn�ficant sav�ngs �n FY 2009.  Th�s budget request 
proposes to re�nvest a port�on of  these sav�ngs to Fully 
Fund Postage Base.

Increase e-File Savings -$10,300,000 / -207 FTE 
Th�s program decrease �s a result of sav�ngs from 
�ncreased electron�c fil�ng (e-F�le), wh�ch �s projected 
to lead to 4.2 m�ll�on fewer returns filed on paper 
(�.5 m�ll�on �nd�v�dual and 0.7 m�ll�on bus�ness) �n 
FY 2009.  Th�s budget request proposes to re�nvest 

these sav�ngs to cover the costs of Increase Efficiency 
through Submission Processing Consolidations and 
Address Correspondence Inventory.

Non-Recur Savings -$12,593,000 / 0 FTE Th�s 
reflects non-recurr�ng, one-t�me costs assoc�ated 
w�th the IRS FY 2008 �n�t�at�ves, such as new h�re 
tra�n�ng, background �nvest�gat�ons, and acqu�s�t�on 
of telecommun�cat�ons equ�pment, computers,  
and pr�nters.

Reinvestments
Increase Efficiency Through Submission Processing 
Consolidations +$2,006,000 / 0 FTE Increased use 
of e-F�l�ng opt�ons have dr�ven cont�nued efforts to 
consol�date the process�ng of �nd�v�dual returns �nto 
fewer s�tes.  Increased e-F�le sav�ngs w�ll be re�nvested 
to fund one-t�me severance pay costs for the ramp-
down of the Andover subm�ss�ons process�ng s�te.  As 
the Andover consol�dat�on approaches, the IRS w�ll 
cont�nue to ass�st employees �n find�ng employment 
e�ther �n or outs�de the IRS.

Address Correspondence Inventory +$2,457,000 
/ +30 FTE Th�s re�nvestment w�ll fund add�t�onal 
staffing to address �ncreased volumes of correspondence 
and to ass�st �n resolv�ng account quest�ons from 
�nd�v�dual taxpayers.  As a result of �ncreased volume 
and complex�ty, funds w�ll also be used to prov�de 
add�t�onal techn�cal tra�n�ng on the process�ng of 
the Form �040X, Amended U.S. Individual Income 
Tax Return.

Fully Fund Postage Base +$28,141,000 / 0 FTE 
Th�s re�nvestment w�ll fully fund the IRS postage 
costs.  Increases �n IRS enforcement and serv�ce-
related correspondence act�v�t�es have resulted �n an 
�ncrease �n postage costs to contact taxpayers and 
�ssue not�ces v�a ma�l.  Increased costs are not only 
due to an �ncrease �n volume, length, and we�ght of 
the ma�l�ngs, but also due to a larger proport�on of 
the ma�l�ngs be�ng sent v�a cert�fied ma�l to ensure 
taxpayer pr�vacy.

Program Decreases
Taxpayer Assistance Centers and Outreach  
-$31,200,000 / -262 FTE Add�t�onal resources 
were prov�ded �n FY 2008 for �ncreas�ng outreach 
and educat�on act�v�t�es for �nd�v�duals, bus�nesses, 
and tax-exempt ent�t�es and �ncreas�ng the number 
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of tax returns prepared at Taxpayer Ass�stance 
Centers (TACs).  In FY 2009, the IRS w�ll cont�nue 
to work to �mplement the taxpayer ass�stance 
�mprovements deta�led �n the Taxpayer Ass�stance  
Bluepr�nt (TAB).

Taxpayer Advocate Service -$7,711,000 /  
-25 FTE Add�t�onal Taxpayer Advocate Serv�ce (TAS) 
funds were prov�ded �n FY 2008 to expand TAS case 
process�ng act�v�t�es.  In FY 2009, these act�v�t�es 
w�ll be restored to levels �n l�ne w�th resources for 
other taxpayer serv�ce programs.  However, the 
IRS does request add�t�onal TAS program resources 
where appropr�ate �n support of enforcement staffing 
�n�t�at�ves (e.g., the FY 2009 Reduce the Tax Gap for 
Small Business/Self Employed �n�t�at�ve).

Volunteer Income Tax Assistance Grants Program 
-$8,000,000 / 0 FTE Funds prov�ded �n FY 2008 
�ncluded $8,000,000 for a new Volunteer Income 
Tax Ass�stance (VITA) match�ng grant demonstrat�on 
program for tax return preparat�on ass�stance.  Th�s 
fund�ng �s ava�lable unt�l September �0, 2009.  G�ven 
the ramp-up t�me to establ�sh the grant appl�cat�on 
and approval process, these grants are expected to be 
�ssued for the 2009 fil�ng season.

Business  Systems Modernization (BSM)  
-$45,780,000 / -25 FTE The FY 2009 proposed 
level of $222,664,000 w�ll allow cont�nued progress 
on key modern�zat�on projects �nclud�ng the 
Customer Account Data Eng�ne (CADE), Accounts 
Management Serv�ces (AMS), and Modern�zed  
e-F�le (MeF).

Program Increases
Reduce the Tax Gap for Small Business Self 
Employed +$168,498,000 / +1,608 FTE Th�s 
enforcement �n�t�at�ve w�ll �ncrease enforcement 
efforts to �mprove compl�ance among small bus�ness 
and self-employed taxpayers by �ncreas�ng aud�ts of 
h�gh-�ncome returns, �ncreas�ng aud�ts �nvolv�ng 
flow-through ent�t�es, �mplement�ng voluntary t�p 
agreements, �ncreas�ng document-match�ng aud�ts, 
and collect�ng unpa�d taxes from filed and unfiled 
tax returns.  Th�s request w�ll generate $98� m�ll�on 
�n add�t�onal annual enforcement revenue once new 
h�res reach full potent�al �n FY 20��.

Reduce the Tax Gap for Large Businesses 
+$69,488,000 / +519 FTE Th�s enforcement 
�n�t�at�ve w�ll �ncrease exam�nat�on coverage of large 
and m�d-s�ze corporat�ons, �nclud�ng mult�-nat�onal 
bus�nesses, fore�gn res�dents, and smaller corporat�ons 
w�th s�gn�f�cant �nternat�onal act�v�ty as well as 
enable the IRS to further use ex�st�ng systems to 
capture other electron�c data through scann�ng and 
�mag�ng.  The �n�t�at�ve w�ll allow the IRS to address 
r�sks ar�s�ng from the rap�d �ncrease �n global�zat�on, 
and the related �ncrease �n fore�gn bus�ness act�v�ty 
and mult�-nat�onal transact�ons where the potent�al 
for non-compl�ance �s s�gn�ficant.  Fund�ng of th�s 
request w�ll generate $544 m�ll�on �n add�t�onal 
annual enforcement revenue once the new h�res reach 
full potent�al �n FY 20��.

Improve Tax Gap Estimates, Measurement, and 
Detection of Non-Compliance +$51,058,000 /  
+393 FTE Th�s enforcement �n�t�at�ve w�ll support 
and expand ongo�ng research stud�es of f�l�ng, 
payment, and report�ng compl�ance to prov�de 
a comprehens�ve p�cture of the overall taxpayer 
compl�ance level.  Research allows the IRS to better 
target spec�f�c areas of noncompl�ance, �mprove 
voluntary compl�ance, and allocate resources 
more effect�vely to reduce the tax gap.  Improved 
research data w�ll refine workload select�on models 
reduc�ng aud�ts of compl�ant taxpayers.  The 
aud�ts assoc�ated w�th these stud�es w�ll generate  
$�6 m�ll�on �n add�t�onal annual enforcement revenue 
once the new h�res reach full potent�al �n FY 20��.  
Th�s �n�t�at�ve �mproves the fa�rness of the tax system 
and voluntary taxpayer compl�ance, �ncreases revenue, 
and reduces burden on compl�ant taxpayers.

Increase Reporting Compliance of U.S. Taxpayers 
with Offshore Activity +$13,697,000 / +124 FTE 
Th�s enforcement �n�t�at�ve w�ll address domest�c 
taxpayer offshore act�v�t�es.  Abus�ve tax schemes, 
report�ng of flow-through �ncome, and h�gh-�ncome 
�nd�v�duals are pr�me channels or cand�dates for tax 
avo�dance.  Th�s �n�t�at�ve w�ll focus on uncover�ng 
offshore cred�t cards, d�sgu�sed corporate ownersh�p, 
and broker�ng act�v�t�es �n order to �dent�fy �nd�v�dual 
taxpayers who are �nvolved �n offshore arrangements 
that fac�l�tate noncompl�ance.  Fund�ng of th�s 
request w�ll generate $�02 m�ll�on �n add�t�onal 
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annual enforcement revenue once the new h�res reach 
full potent�al �n FY 20��.

Expand Document Matching +$35,060,000 /  
+413 FTE Th�s enforcement �n�t�at�ve w�ll �ncrease 
coverage w�th�n the Automated Underreporter 
(AUR) program.  Th�s program matches th�rd party 
�nformat�on returns (e.g., W-2 �ncome reports) aga�nst 
�ncome cla�med on tax returns.  When potent�al 
underreport�ng �s d�scovered taxpayers are contacted 
to resolve the �ssue.  Th�s request w�ll produce  
$�59 m�ll�on �n add�t�onal annual enforcement 
revenue once the new h�res reach full potent�al �n 
FY 20��.

Implement Legislative Proposals to Improve 
Compliance +$23,045,000 / 0 FTE Wh�le the 
IRS cont�nues to address compl�ance by �mprov�ng 
customer serv�ce and us�ng trad�t�onal methods of 
enforcement, the FY 2009 Pres�dent's Budget also 
�ncludes several leg�slat�ve proposals that would 
prov�de add�t�onal enforcement tools to �mprove 
compl�ance.  It �s est�mated that these proposals 
w�ll generate $�6 b�ll�on �n revenue over ten years.  
The proposals would expand �nformat�on report�ng, 
�mprove compl�ance by bus�nesses, strengthen tax 
adm�n�strat�on, and expand penalt�es (see Rece�pts 
�n the Analyt�cal Perspect�ves volume of the 2009 
Pres�dent's Budget).  Th�s enforcement �n�t�at�ve 
�ncludes fund�ng for purchas�ng software and mak�ng 
mod�ficat�ons to the IRS IT systems necessary to 
�mplement the proposals.

Explanation of Budget Activities

Taxpayer Services
The FY 2009 Pres�dent’s Budget request �s 
$2,�50,000,000 �n d�rect appropr�at�ons, $22,454,000 
from re�mbursable programs, and $�26,950,000 from 
user fees, for a total operat�ng level of $2,299,404,000.  
The d�rect appropr�at�ons level ma�nta�ns the FY 2008 
enacted level.  Th�s appropr�at�on funds the follow�ng 
budget act�v�t�es.

Pre-Filing Taxpayer Assistance and Education 
($617,326,000 from direct appropriations and 
$905,000 from reimbursable programs)  Th�s 
budget act�v�ty funds serv�ces to ass�st w�th tax 
return preparat�on, �nclud�ng tax law �nterpretat�on, 
publ�cat�on product�on, and advocate serv�ces.  In 

add�t�on, fund�ng for these programs cont�nues to 
emphas�ze taxpayer educat�on, outreach, �ncreased 
volunteer support t�me and locat�ons, and enhanc�ng 
pre-f�l�ng taxpayer support through electron�c 
med�a.

Filing and Account Services ($1,532,674,000 
from direct appropriations, $21,549,000 from 
reimbursable programs, and $126,950,000 from 
user fees) Th�s budget act�v�ty funds programs that 
prov�de fil�ng and account serv�ces to taxpayers, 
process paper and electron�cally subm�tted tax returns, 
�ssue refunds, and ma�nta�n taxpayer accounts.  The 
IRS cont�nues to make progress �n decreas�ng paper 
returns and �ncreas�ng the use of electron�c fil�ng and 
payment methods.  

Enforcement 
The FY 2009 Pres�dent’s Budget request �s 
$5,��7,267,000 �n d�rect appropr�at�ons and 
$4�,700,000 from re�mbursable programs, for a 
total operat�ng level of $5,�60,967,000.  The d�rect 
appropr�at�ons level �s an �ncrease of 7.� percent from 
the FY 2008 enacted level.  Th�s appropr�at�on funds 
the follow�ng budget act�v�t�es.

Investigations ($603,466,000 from direct 
appropriations and $33,678,000 from reimbursable 
programs)  Th�s budget act�v�ty funds the cr�m�nal 
�nvest�gat�ons programs that explore potent�al 
cr�m�nal v�olat�ons of the �nternal revenue tax laws, 
enforce cr�m�nal statutes relat�ng to these v�olat�ons, 
and recommend prosecut�on as warranted.  These 
programs �dent�fy and document the movement of 
both legal and �llegal sources of �ncome to �dent�fy 
and document cases of suspected �ntent to defraud.  
It also �ncludes �nvest�gat�on and prosecut�on of tax 
and money launder�ng v�olat�ons assoc�ated w�th 
narcot�cs organ�zat�ons.

Exam and Collections ($4,363,826,000 from direct 
appropriations and $9,905,000 from reimbursable 
programs)  Th�s budget act�v�ty funds programs 
that enforce the tax laws and compl�ance through 
exam�nat�on and collect�on programs that ensure 
proper payment and tax report�ng.  The budget 
act�v�ty also supports appeals and l�t�gat�on act�v�t�es 
assoc�ated w�th exam and collect�on.
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Regulator y  ($149,975,000 from direc t 
appropriations and $117,000 from reimbursable 
programs)  Th�s budget act�v�ty funds the development 
and pr�nt�ng of publ�shed IRS gu�dance mater�als; 
�nterpretat�on of tax laws; adv�ce on general legal 
serv�c�ng, rul�ng and agreements; enforcement 
of regulatory rules, laws, and approved bus�ness 
pract�ces; and support�ng taxpayers �n the areas 
of pre-f�l�ng agreements, determ�nat�on letters, 
and advance pr�c�ng agreements.  The Off�ce of 
Profess�onal Respons�b�l�ty �s also funded w�th�n th�s 
budget act�v�ty and �s respons�ble for �dent�fy�ng, 
commun�cat�ng, and enforc�ng the Treasury C�rcular 
2�0 standards of competence, �ntegr�ty, and conduct 
of profess�onals represent�ng taxpayers before  
the IRS.

Operations Support 
The FY 2009 Pres�dent’s Budget request �s 
$�,856,�72,000 �n d�rect appropr�at�ons, $4�,750,000 
from re�mbursable programs, and $50,705,000 from 
user fees, for a total operat�ng level of $�,948,627,000.  
The d�rect appropr�at�ons level �s an �ncrease of 
4.8 percent from the FY 2008 enacted level.  Th�s 
appropr�at�on funds the follow�ng budget act�v�t�es.

Infrastructure ($883,325,000 from direct 
appropriations and $16,100,000 from user 
fees)  Th�s budget act�v�ty funds adm�n�strat�ve 
serv�ces related to space and hous�ng, rent and 
space alterat�ons, bu�ld�ng serv�ces, ma�ntenance, 
guard serv�ces, and non-Automated Data Process�ng  
(ADP) equ�pment.

Shared Services and Support ($1,243,703,000 
from direct appropriations and $14,002,000 
from reimbursable programs)  Th�s budget act�v�ty 
funds pol�cy and management, IRS-w�de support 
for research, strateg�c plann�ng, commun�cat�ons 
and l�a�son, finance, human resources, and equal 
employment opportun�ty and d�vers�ty serv�ces and 
programs.  It also funds pr�nt�ng and postage, bus�ness 
systems plann�ng, secur�ty, corporate tra�n�ng, 
legal serv�ces, procurement, and spec�fic employee  
benefits programs.

Information Services ($1,729,144,000 from direct 
appropriations, $27,748,000 from reimbursable 
programs, and $34,605,000 from user fees)  Th�s 
budget act�v�ty funds staff�ng, equ�pment, and 
related costs to manage, ma�nta�n, and operate the 

�nformat�on systems cr�t�cal to the support of tax 
adm�n�strat�on programs.  The IRS bus�ness programs 
rely on these systems to process tax and �nformat�on 
returns, account for tax revenues collected, send b�lls 
for taxes owed, �ssue refunds, ass�st �n the select�on of 
tax returns for aud�t, and prov�de telecommun�cat�ons 
serv�ces for all bus�ness act�v�t�es �nclud�ng the publ�c’s 
toll-free access to tax �nformat�on.  

Business Systems Modernization (BSM)
The FY 2009 Pres�dent’s Budget request �s 
$222,664,000 �n d�rect appropr�at�ons.  Th�s �s a 
reduct�on of �6.6 percent from the FY 2008 enacted 
level.  Th�s appropr�at�on funds the follow�ng  
budget act�v�ty.

BSM ($222,664,000 in direct appropriations)  
Th�s budget act�v�ty funds the plann�ng and cap�tal 
asset acqu�s�t�on of �nformat�on technology (IT) to 
modern�ze the IRS bus�ness systems, �nclud�ng labor 
(salar�es and expense dollars) and related contractual 
costs.  The program comb�nes best pract�ces 
and expert�se �n bus�ness solut�ons and �nternal 
management from the IRS, bus�ness, and technology 
to develop a world-class tax adm�n�strat�on system 
that fulf�lls the revenue collect�on requ�rements 
of the Un�ted States as well as taxpayers’ needs  
and expectat�ons.

Health Insurance Tax Credit Administration 
(HITCA)
The FY 2009 Pres�dent’s Budget request �s $�5,406,000 
�n d�rect appropr�at�ons.  Th�s �s an �ncrease of  
�.� percent from the FY 2008 enacted level.  Th�s 
appropr�at�on funds the follow�ng budget act�v�ty.

HITCA ($15,406,000 in direct appropriations) 
Th�s budget act�v�ty funds costs to adm�n�ster a 
refundable tax cred�t for health �nsurance to qual�fied 
�nd�v�duals, wh�ch was enacted as part of the Trade 
Adjustment Ass�stance Reform Act of 2002.

Legislative Proposals

The FY 2009 Pres�dent’s Budget �ncludes a number 
of leg�slat�ve proposals �ntended to �mprove tax 
compl�ance w�th m�n�mum taxpayer burden.  These 
proposals w�ll generate $�6 b�ll�on over the next 
ten years.  The Adm�n�strat�on proposes to expand 
�nformat�on report�ng, �mprove compl�ance by 
bus�nesses, strengthen tax adm�n�strat�on, and  
expand penalt�es.
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• Expand information reporting – Compl�ance w�th 
the tax laws �s h�ghest when payments are subject 
to �nformat�on report�ng to the IRS. Spec�f�c 
�nformat�on report�ng proposals would:

�) requ�re �nformat�on report�ng on payments  
 to corporat�ons;

2) requ�re bas�s report�ng on secur�ty sales;

�) requ�re �nformat�on report�ng on merchant  
 payment card re�mbursements;

4) requ�re a cert�fied Taxpayer Ident�ficat�on  
 Number (TIN) from contractors; 

5) requ�re �ncreased �nformat�on report�ng on  
 certa�n government payments;

6) �ncrease �nformat�on return penalt�es; and

7) �mprove the fore�gn trust report�ng  
 penalty.

• Improve compliance by businesses – Improv�ng 
compl�ance by bus�nesses of all s�zes �s �mportant.  
Spec�f�c proposals to �mprove compl�ance by 
bus�nesses would:

�) requ�re electron�c f�l�ng by certa�n large  
 organ�zat�ons; and

2) �mplement standards clar�fy�ng when  
 employee leas�ng compan�es can be held  
 l�able for the�r cl�ents’ Federal employment  
 taxes.

• Strengthen tax administration – The IRS has taken 
a number of steps under ex�st�ng law to �mprove 
compl�ance. These efforts would be enhanced by 
spec�fic tax adm�n�strat�on proposals that would:

�) expand IRS access to �nformat�on �n the 
 Nat�onal D�rectory of New H�res for tax 
 adm�n�strat�on purposes;

2) perm�t d�sclosure of pr�son tax scams; 

�) make repeated w�llful fa�lure to file a tax 
 return a felony; 

4) fac�l�tate tax compl�ance w�th local 
 jur�sd�ct�ons; 

5) extend statutes of l�m�tat�ons where state tax 
 adjustments affect federal tax l�ab�l�ty; and 

6) �mprove the �nvest�gat�ve d�sclosure 
 statute.    

• Expand penalties – Penalt�es play an �mportant role 
�n d�scourag�ng �ntent�onal non-compl�ance.  A 
spec�fic proposal to expand penalt�es would:

�) �mpose a penalty on fa�lure to comply w�th  
 electron�c fil�ng requ�rements.

Improve Tax Administration and Other 
Miscellaneous Proposals
The Adm�n�strat�on has put forward add�t�onal 
proposals relat�ng to IRS adm�n�strat�ve reforms.  F�ve 
of these proposals are h�ghl�ghted below:

The first proposal mod�fies employee �nfract�ons 
subject to mandatory term�nat�on and perm�ts a 
broader range of ava�lable penalt�es.  It strengthens 
taxpayer pr�vacy wh�le reduc�ng employee 
anx�ety result�ng from unduly harsh d�sc�pl�ne or  
unfounded allegat�ons.

The second proposal allows the IRS to term�nate 
�nstallment agreements when taxpayers fa�l to 
make t�mely tax depos�ts and file tax returns on  
current l�ab�l�t�es.

The th�rd proposal el�m�nates the requ�rement 
that the IRS Ch�ef Counsel prov�de an op�n�on 
for any accepted offer-�n-comprom�se of unpa�d 
tax (�nclud�ng �nterest and penalt�es) equal to or 
exceed�ng $50,000.  Th�s proposal requ�res that the 
Secretary of Treasury establ�sh standards to determ�ne 
when an op�n�on �s appropr�ate.    

The fourth proposal extends the IRS author�ty to use 
the proceeds rece�ved from undercover operat�ons 
through December ��, 20�2.  The IRS was author�zed 
to use proceeds �t rece�ved from undercover operat�ons 
to offset necessary and reasonable expenses �ncurred �n 
such operat�ons.  The IRS author�ty to use proceeds 
from undercover operat�ons exp�red on December 
��, 2007.

The f�fth proposal equal�zes penalty standards 
between tax return preparers and taxpayers, reduc�ng 
unnecessary confl�cts of �nterest between them.  
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The standard appl�cable to tax return preparers for 
d�sclosed pos�t�ons would be reasonable bas�s, but 
for certa�n reportable transact�ons w�th a s�gn�ficant 
purpose of tax avo�dance, the ex�st�ng standard would 
pers�st, �.e., the preparer should have a reasonable 
bel�ef that the pos�t�on, more l�kely than not, would 
be susta�ned on the mer�ts.  

Description of Performance

In FY 2007, the IRS cont�nued to �mprove �ts serv�ce 
and enforcement results.  Enforcement revenue 
collected �ncreased, electron�c fil�ng cont�nued to 
expand, and h�gh qual�ty serv�ces were prov�ded to 
taxpayers.  The follow�ng �s a summary of s�gn�ficant 
program performance �mprovements:

Improve Taxpayer Service
The IRS del�vered a successful 2007 fil�ng season 
and cont�nued to show �mprovements �n key areas 
�nvolv�ng serv�ces for taxpayers �n FY 2007.

• The IRS del�vered the Taxpayer Ass�stance Bluepr�nt 
(TAB) Phase 2, wh�ch �ncluded the TAB Strateg�c 
Plan and recommendat�ons focused on spec�fic 
areas of work.

• Electron�c f�l�ng for �nd�v�duals cont�nued to 
�ncrease.  For the th�rd year �n a row, more than 
half (57.� percent) of all �nd�v�dual returns were 
filed electron�cally.  

• The number of taxpayers �nteract�ng w�th the 
IRS through the IRS.gov webs�te cont�nued 
to �ncrease.  More than �.�5 b�ll�on web 
pages were v�ewed on IRS.gov and more than  
�2.� m�ll�on taxpayers used the “Where’s My 
Refund?” appl�cat�on. The popular IRS.gov webs�te 
rece�ved an overall customer sat�sfact�on score 
of 74 based on a �00 po�nt scale as measured by 

the Amer�can Customer Sat�sfact�on Index.  Th�s 
represents a 5 percent �ncrease over the 2005 fil�ng 
season score and places IRS.gov among the better 
perform�ng federal webs�tes.

• The IRS prov�ded a h�gh level of serv�ce for 
taxpayers seek�ng trad�t�onal phone-based or �n-
person ass�stance.  In FY 2007, the IRS customer 
ass�stance call centers answered ��.2 m�ll�on ass�stor 
telephone calls and ma�nta�ned an 82.� percent 
level of serv�ce on the telephone w�th an accuracy 
rate of 9�.2 percent on tax law quest�ons.

• Outreach and educat�onal serv�ces were enhanced 
through partnersh�ps between the IRS and publ�c 
organ�zat�ons.  Through �ts ��,922 Volunteer 
Income Tax Ass�stance and Tax Counsel�ng for the 
Elderly s�tes, the IRS prov�ded free tax ass�stance to 
the elderly, d�sabled, and l�m�ted Engl�sh profic�ent 
�nd�v�duals and fam�l�es.  Over 76,000 volunteers 
filed 2.6� m�ll�on returns.  Add�t�onally, the IRS 
establ�shed �6 new cl�n�cs �n rural areas to help 
low-�ncome taxpayers meet the�r tax obl�gat�ons.

• The IRS successfully �mplemented the Telephone 
Exc�se Tax Refund (TETR), a one-t�me payment 
ava�lable on federal �ncome tax returns to refund 
prev�ously collected long d�stance telephone 
taxes.  Successful del�very of the �ntegrated TETR 
approach enabled the fil�ng of over 94 m�ll�on 2006 
tax returns �nclud�ng TETR refund cla�ms result�ng 
�n more than $4.8� b�ll�on �n telephone exc�se tax 
refunds.  In add�t�on, the IRS prevented more 
than $29� m�ll�on �n potent�al erroneous refunds 
w�th the a�d of a return select�on tool created 
spec�fically to catch quest�onable TETR requests.  
The comprehens�ve approach to adm�n�ster�ng 
th�s refund allowed the IRS to successfully meet 
taxpayer and stakeholder expectat�ons.

IRS Performance by Programs

Programs Performance Measure
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Actual Actual Actual Target 
Met? Target Target

Taxpayer 
Service

Customer Service Representative (CSR) Level of Service (%) Oe (L) 82 .6% 82 .0% 82 .1% ✓ 82 .0% 82 .0%
Customer Accuracy - Tax Law Phones (%)  - Ot 89 .0% 90 .9% 91 .2% ✓ 91 .0% 91 .0%
Percent of Individual Returns Processed Electronically (%) - Oe (L) 51 .1% 54 .1% 57 .1% ✓ 61 .8% 64 .7%

Enforcement Collection Coverage - Units (%) Ot  (L) 53 .0% 54 .0% 54 .0% ✓ 53 .0% 53 .0%
Examination Coverage-Individual (%)  Oe (L) 0 .9% 1 .0% 1 .0% ✓ 1 .0% 1 .0%
AUR Efficiency   E (L) 1,701 1,832 1,956 ✓ 1,961 1,823

Key:  Oe - Outcome Measure, E - Efficiency Measure, Ot - Output/Workload Measure, L - Long-Term goal
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• The IRS also �ntroduced spl�t refund capab�l�ty, 
wh�ch prov�ded taxpayers w�th more control over 
the�r refunds by allow�ng d�rect depos�t of a refund 
�n up to three financ�al accounts. 

Enhance Enforcement
The potent�al for narrow�ng of the nat�on’s tax gap 
h�nges on the IRS efforts to �mprove compl�ance 
w�th U.S. tax laws.  The IRS showed cons�stent 
�mprovement �n �ts enforcement results by target�ng 
a w�de range of contr�butors to the tax gap.  
Enforcement revenue from all sources reached a 
record level of $59.2 b�ll�on �n FY 2007, an �ncrease of 
75 percent over FY 200�.  In FY 2007, steady progress 
was ma�nta�ned �n �mprov�ng enforcement act�v�t�es 
over the FY 2006 successes and �ncluded:  

• Increased h�gh-�ncome aud�ts by 29 percent;

• Increased total �nd�v�dual aud�ts by 8 percent;

• Increased small bus�ness aud�ts by �7 percent, and 
corporate aud�ts by � percent; and

• Increased collect�on case closures by �2 percent and 
dollars collected by �� percent.

The IRS cont�nued to �nvest�gate s�gn�ficant tax, 
money launder�ng, and other financ�al act�v�t�es that 
adversely affect tax adm�n�strat�on.  Performance 
levels for the cr�m�nal �nvest�gat�on program rema�ned 
h�gh �n FY 2007 w�th 4,269 completed cr�m�nal 
�nvest�gat�ons and 2,�55 conv�ct�ons, an �ncrease of  
� percent and 7 percent, respect�vely, over FY 2006.

In FY 2007, the IRS substant�ally enhanced �ts 
product�v�ty by �mplement�ng technolog�cal and 
process �mprovements �nclud�ng the �mplementat�on 
of a new AUR case select�on and scor�ng methodology 
for �nd�v�duals, result�ng �n a 20.5 percent �ncrease �n 
assessments.  The IRS also cont�nued to reeng�neer 
�ts exam�nat�on and collect�on procedures to reduce 
t�me, �ncrease y�eld, and expand coverage.  

Ma�nta�n�ng a strong enforcement presence �n the 
tax exempt and governmental sectors �s part�cularly 
�mportant g�ven the role that a small number of these 
ent�t�es play �n accommodat�ng abus�ve transact�ons 
entered �nto taxable part�es.  In FY 2007, the IRS 
expanded �ts enforcement presence by:

• �ncreas�ng enforcement contacts �n the tax exempt 
and governmental sector by �2 percent over  
FY 2006 levels, and 

• conduct�ng rev�ews of execut�ve compensat�on 
pract�ces among tax-exempt organ�zat�ons and 
�n�t�at�ng a new phase of the project to address 
loans to officers. 

The IRS released �ts long-range plan for �mprov�ng 
compl�ance, Reduc�ng the Federal Tax Gap, A 
Report on Improv�ng Voluntary Compl�ance.  
The report outl�nes the components that must be 
addressed �n order to reduce the tax gap and bu�lds 
upon the research and program �mprovements  
already �n�t�ated.

Modernize the IRS through its People, Processes, 
and Technology
The IRS must manage �ts resources, bus�nesses, 
and technology systems opt�mally to effect�vely 
and effic�ently support �ts serv�ce and enforcement 
m�ss�on.  The follow�ng �nformat�on h�ghl�ghts the 
IRS modern�zat�on ach�evements �n FY 2007.

• For the e�ghth consecut�ve year, the IRS ach�eved 
an unqual�fied aud�t op�n�on from the Government 
Accountab�l�ty Office on �ts financ�al statements;

• The IRS cont�nued to enhance and �mplement �ts 
human cap�tal strategy �n support of  bus�ness goals 
�n FY 2007.  The strategy �ncluded br�ng�ng cr�t�cal 
personnel on board and ach�ev�ng object�ves for 
employee tra�n�ng, leadersh�p development, and 
workforce retent�on;

• The IRS del�vered the m�lestones for the major�ty 
of �ts major modern�zat�on projects w�th�n the 
target of +/- �0 percent var�ance for cost and  
schedule; and

• The IRS developed a five-year IT Modern�zat�on 
V�s�on and Strategy that addresses pr�or�t�es 
for modern�z�ng front-l�ne tax adm�n�strat�on 
funct�ons.  The strategy gu�des IT �nvestment 
dec�s�on mak�ng for 2007. 

Modern�zat�on efforts focused on key tax 
adm�n�strat�on systems, Customer Account Data 
Eng�ne (CADE), Modern�zed e-F�le (MeF), and 
Accounts Management Serv�ces (AMS) that prov�de 
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add�t�onal benef�ts to taxpayers.  S�gn�f�cant 
modern�zat�on accompl�shments for 2007 �nclude:

• Processed over �� m�ll�on returns �n CADE  
�ssu�ng refunds of $��.6 b�ll�on;

• Added new capab�l�t�es to the MeF system 
that allowed the rece�pt of electron�cally f�led 
Partnersh�p Returns (Forms �065 & �065B), 
meet�ng the mandate for taxpayers w�th �00 or 
more partners to file electron�cally; and

• Deployed the first two releases of the AMS system 
wh�ch �s des�gned to enable author�zed users to 
resolve taxpayer �ssues by access�ng �ntegrated 
account data.  AMS bu�lds the appl�cat�ons and 
databases that enable IRS employees to use the data 

�n CADE to fac�l�tate faster, more accurate �ssue 
resolut�on and results �n qu�ck and accurate access 
to author�tat�ve account �nformat�on �n response 
to customer �nqu�r�es.  

Secur�ty of �nfrastructure and IT systems rema�ns a top 
pr�or�ty for the IRS.  In FY 2007, the IRS cont�nued 
to update �ts systems, processes, and tra�n�ng efforts to 
ensure taxpayer �nformat�on �s properly safeguarded.  
H�ghl�ghts of secur�ty measures �mplemented �nclude 
secur�ng �00 percent of IRS laptops w�th automat�c 
hard dr�ve encrypt�on to protect data �n the event of 
computer loss or theft, and deployment of mandatory 
�nformat�on protect�on tra�n�ng for all IRS employees 
and contractors.




